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ANNUAL MEETING 

The next annual meeting of stockholders will be held in 
Rochester, New York, on Tuesday, May 7, 1974. On or 
about April 15, 1974 stockholders will receive a notice of 
tbo proxy statement and proxy ballot. 
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FINANCIAL HIGHLIGHTS 


Net Sales. 

Net Earnings. 

Net Earnings Per Share. 

Dividends Declared Per Share. 

Depreciation and Amortization of Leasehold Improvements 

Working Capital. 

Total Assets. 

Long-Term Debt Outstanding. 

Stockholders' Equity. 

Stockholders' Equity Per Share . 

Stores in Operation. 


1973 

$147,639,487 
$ 1,489,798 

$ 2.19 

$ 0.25 

$ 1,207,154 

$ 16,027,332 
$ 52,031,497 
$ 6,511,411 
$ 23,414,737 
$ 34.23 

159 


1972 

$140,988,830 
$ 210,394t 

$ 0.31t 

$ 0.20 

$ 1,328,060 

$ 15,417,891 
$ 48,923,543 
$ 7,034,524 
$ 22,051,875 
$ 32.53 

166 


TEN-YEAR SUMMARY 



Net 

Sales 

Net 

Earnings 

Earnings 

Per Share 
on 

Common 

Stock* 

Dividends 
Per Share 
on 

Common 

Stock 

Earnings 
Reinvested 
in Business 

Stores in 

Operation 

at 

Year End 

1964 

$ 81,005,823 

$ 328,341 

$0.51 

$0.00 

$ 328,341 

180 

1965 

84,751,164 

700,790 

1.08 

0.00 

700,790 

185 

1966 

85,983,168 

443,604 

0.68 

0.00 

443,604 

191 

1967 

94,216,962 

676,791 

1.03 

0.00 

676,791 

192 

1968 

101,734,019 

492,086 

0.75 

0.00 

492,086 

187 

1969 

119,644,384 

1,023,495 

1.53 

0.05 

990,445 

176 

1970 

132,441,009 

1,088,414 

1.64 

0.20 

955,782 

175 

1971 

136,518,508 

1,142,517 

1.65 

0.20 

1,009,190 

170 

1972 

140,988,830 

210,394t 

0.31t 

0.20 

75,935t 

166 

1973 

147,639,487 

1,489,798 

2.19 

0.25 

1,319,415 

159 


f Before extraordinary loss 

* Based on average shares and equivalents outstanding during each year 
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TO OUR STOCKHOLDERS 



Melvin B. Neianer 


It is a pleasure to report earnings for the 1973 fiscal 
year after provision for taxes of $1,489,798 or $2.19 
per share compared to an operating profit (before 
non-recurring loss) of $210,394 or $0.31 per share in 
fiscal 1972. This is a particularly good improvement 
and the result of a real team effort and emphasized 
by the Ten-Year Summary on Page One. 

Net sales reached $147,639,487, an increase of 4.72% 
compared to the 1972 year. BIG N Discount 
Department Stores’ sales were $82,656,003 or 55.99% 
of the total, compared to 53.25% the previous year. 
Average sales per store amounted to $916,000 
compared to $842,000 and reflected the higher 
proportion of BIG N stores as well as the closing of 


eleven Neisner Junior Department Stores during 
the year. 

Dividend payments totaled ten cents ($0.10) per 
share. They were curtailed by poor profitability (in 
fiscal 1972) early in the year and later by a formula 
which was part of our agreements with John Hancock 
Mutual Life Insurance Company and the banks 
participating in the Revolving Credit Agreement 
executed in the Fall. Briefly stated, this restriction 
allows payment of dividends not to exceed 35% of 
net profits after taxes after January 27,1973. Having 
met this formula, a five cents ($0.05) per share 
regular dividend and a special ten cents ($0.10) per 
share dividend were declared in January by your 
Board of Directors and paid March 15,1974. Future 
dividend action will be on a conservative basis as in 
the past and after application of the formula. 

Our import program continued to expand during the 
year. The opportunity to better serve our customers 
at lower prices as well as to increase the profitability 
of the Company are substantial incentives. More and 
more of these imports will carry our own Lewis 
Brand labels. 

We are constantly concerned with “shrinkage,” the 
loss of money and merchandise by stealing. Our 
control of this challenging problem in 1973 was 
successful as the percentage of such losses declined. 
This is always a source of concern, and we will not let 
up on the pressures that must be applied to both 
employees and customers. 

Higher inventories at the end of 1973 can be blamed 
to some extent on higher prices and erratic deliveries. 
We are carrying less items but at higher retail prices 
and the increases continue in all directions. Stricter 
controls will be effected, partly by limiting the number 
of items we carry in each and every store. 

The new year has started with only fairly good sales. 
We should not expect unusual results early in the year, 
but it appears that the economy should start to 
improve during the Summer or Fall, and we shall be 
prepared to get our share of retail sales and resulting 
profits. 

Our thanks are extended to thousands of loyal 
friends, both employees and suppliers. Without their 
enthusiastic cooperation, our 1973 improvement 
would not have been possible. 


Melvin B. Neisner 

Chairman of the Board 
and President 
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BIG N Store Volume 
Percent of Total Sales 
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■ Junior Department Stores 
BIG N Department Stores 


Quarterly Summary 1972 

(Before extraordinary loss and income taxes) 


12 weeks ending April 22,1972 . $ 4,218f 

12 weeks ending July 15,1972 . 873,923+ 

12 weeks ending October 7, 1972 . 182,027 

16 weeks ending January 27,1973 . 1,026,508 

52 weeks ending January 27, 1973 . $ 330,394 


Quarterly Summary 1973 
(Before income taxes) 

12 weeks ending April 21, 1973 . $ 439,803+ 

12 weeks ending July 14,1973 . 354,188 

12 weeks ending October 6, 1973 . 532,728 

16 weeks ending January 26, 1974 . 2,262,685 

52 weeks ending January 26, 1974 . $2,709,798 


+Indicates red figure 


+Indicates red figure 



















COMO MALL 

A FIRST FOR THE BIG N CONCEPT 


A highlight of the Company's growth during 
1973 was the Grand Opening of a special new 
BIG N store in Como Mall, Cheektowaga, New 
York—a suburb of Buffalo. Heretofore, all 
previous BIG N locations have been either 
free-standing buildings or one of the anchor 
spots at a conventional shopping center with 
direct access to the parking lot. At Como Mall, 
a Neisner BIG N was situated for the first 
time in a covered, climate-controlled center 
featuring one of the longest pedestrian malls 
in Western New York. 

The photographs on this page were taken on 
Grand Opening Day last October. Shoppers 
had an impressive array of attractively 
displayed merchandise from which to choose. 
An enlarged cafeteria area features coffee 
shop booths as well as a special area of tables 
for four or more. 

Even special guest Joe DiMaggio was 
impressed. And it's certain that one of our 
youngest customers was equally impressed 
with the Yankee Clipper! 
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Store Closings 

Last year saw eleven stores closed in a continuing effort to 
improve long-term profitability. Each year, we review all 
stores in operation to weed out those with little or no future 
profit potential and expend every effort to dispose of them. 
Many are simply closed as leases expire but, in some 
instances, it is economically prudent to close and pay rent 
if dollars can be saved. Important in such decisions is the 
investment in fixtures and merchandise as well as the 
waste of valuable personnel in a lost cause. 

As indicated previously, we look forward to more store 
closings than openings in the near future, which will reduce 
the number of stores in operation each year and also 
increase average sales per store. 


REVIEW OF OPERATIONS 


Personnel 

One of our greatest assets is the people who make the 
Company run at all levels from the store stockroom and 
sales floor to the officer level of the Main Office. This was a 
year of many position changes starting right at the top 
with the retirement of Fred Neisner as Chairman, although 
fortunately still a valued member of our Board. 

Philip Cooper retired in December as Vice President and 
Sales and Merchandise Director, but remains on our Board. 
His many contributions during more than thirty-seven 
years in various positions are most appreciated by us, and 
we are fortunate that his advice and counsel will continue. 

Robert C. Green, Vice President and Treasurer, has 
decided to leave the Company during April, 1974, after 
serving as an Officer and Director since 1970. 

William S. Sotir joined the Company last Spring as 
Manager, Management Information Systems. 

Early this year, Andrew H. Neisner was promoted to 
Assistant Real Estate Director. 

Richard H. Howk, General Manager of Mathews and 
Boucher, Inc., was elected its Vice President in November. 
Donald J. Libera retired at that time but continues his 
long-time association as a consultant. 

Donald W. MacDonald was promoted to Divisional 
Merchandise Manager in February. Four men were 
advanced at that time to the position of Buyer—Lester H. 
Burr, Jr., James L. Manczak, Gary G. Oakley and James 
J. Palmer. Stephen E. Boger advanced to Advertising and 
Sales Coordinator, and Clark A. Rich to Job Coordinator, Sr. 

Expansion 

Last year we added three BIG N Stores and one Junior 
Department Store. This included conversion of Lowville, 
New York, to BIG N to expand its merchandise lines and 
advertising punch in a highly competitive market. Seven 
stores were improved with better fixturing and expanded 
merchandise presentation. Three stores were enlarged. 

In 1974, we shall open five BIG N Stores, three of them in 
May or June. Two BIG Ns and one Neisner Store are 
scheduled for August. Three of the BIG N Stores will be in 
locations vacated by a competitor in Central New York— 
a bit smaller than our other stores, but large enough to 
fully serve each community. In our Neisner Division, we 
expect to enlarge at least two stores and refixture and 
upgrade at least eight others. 



John C. Younkin 


Acquisitions 

We entered the distributor area of the fast-growing 
sporting goods industry in November, 1971, with the 
purchase of Mathews and Boucher, Inc., of Rochester, New 
York. Sales and profits continued to improve in 1973 and 
indicated that a similar acquisition in the Southeast would 
be opportune. 

Younkin Sports Supply, Inc., of Tampa, Florida, was 
purchased at the beginning of fiscal 1974, although a fine 
supplier relationship had existed for many years in our 
Florida District. John Younkin, Founder of the Company, 
will continue with it as its Managing Director. Younkin’s 
has developed many fine chain store accounts over the years 
and currently serves the largest chains in all parts of 
Florida. Continued expansion of the service-oriented 
subsidiary is projected along the same lines followed with 
Mathews and Boucher. 

Offerings of many other acquisition possibilities are 
carefully screened as they are received. No new candidates 
are under serious consideration at this time. 
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Quarterly Earnings 

On page three, we show for only the second year our 
quarterly unaudited pre-tax earnings. We started 
providing this information in 1972, along with our adoption 
of a new fiscal calendar covering thirteen periods of four 
weeks each (one additional week is included every five 
years) starting with the last Sunday in January each year. 
The first three quarters of each fiscal year include three 
periods or twelve weeks, and the final quarter covers 
sixteen weeks. (Every five years, it is seventeen weeks, 
as noted above.) 

Reported earnings are not audited except at year-end and 
are, therefore, subject to year-end audit based upon 
physical inventory and other tests. Analysts who have 
contacted us have been clearly told that direct comparisons 
with quarterly profit figures prior to the year 1972 are not 
valid as result of the change of the fiscal year calendar. 

We recently started reporting of net sales by BIG N and 
Junior Department Store Divisions separately, also 
breaking out non-retail sales of Mathews and Boucher, and 
Younkin Sports Supply. These period figures will better 
indicate sales trends of each group and the results of 
store openings and closings. This procedure has met with 
favorable comment already. 

Energy Conservation 

A strong effort has been made during recent months to 
reduce consumption of electricity in particular as well as 
other forms of energy. Stores, warehouses, and offices 
have been directed to cut back heating, lighting, and air 
conditioning to the greatest possible extent. Substantial 
numbers of lighting fixtures in all installations have been 
deactivated to assure long-term results. Personnel travel 
is being carefully watched. Less trips and fewer people on 
the road are planned in all divisions. 

Capital Expenditures 

The opening of new, large stores and the additional cost of 
fixturing of older or enlarged stores required a total outlay 
of $1,784,639 for fixed assets in 1973. The comparable 
figures for 1972 and 1971 were $1,541,263 and $1,850,235 
respectively. This required strict controls. 

Our 1974 program outlined elsewhere in this report should 
require not more than $1,650,000, according to present 
estimates. Considerable savings in new store fixture 
expenditures will result from transfers of cash registers 
and other equipment from other operating units, including 
a limited amount from stores being closed. 

Leased Departments 

Certain specialized departments have been leased to 
qualified operators in our stores for over forty years. 

They include sales and/or servicing of shoes, shoe repair, 
photo studios, popcorn, delicatessen, poultry, baked goods, 
beauty parlors, keys, and tobacco. All shoe departments are 
leased as are most of those selling a combination of 
hardware, electric, plumbing, paint, auto supplies, and 
allied items in our BIG N Stores. Leases are on the basis of 
a minimum rental versus a percentage of sales. 

Leased department sales during the past two years were 
as follows: 


1973 

$ 2,500,000 
13,915,000 
$16,415,000 


1972 

$ 2,121,000 

12,662,000 


Junior Department 

BIG N. 

TOTAL . 


$14,783,000 
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THE NEISNER 

MANAGEMENT TRAINING PROGRAM 

Our Management Training Program has more 
than 140 participants including both high 
school and college graduates. During 1973 the 
Company promoted 35 trainees to store 
management positions. Trainees are assigned 
to Junior Department Stores and BIG N 
Department Stores. 

ABOVE : June management development 
seminar participants. 

RIGHT: Workshops on personnel (above) 
and merchandising (below). 


Trainees in action at our stores 
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OFFICERS 

Melvin B. Neisner 
Chairman of the Board and President 

Joseph J. De Nicola 
Vice President 

R. C. Green 

Vice President and Treasurer 

Lee Hendricks 
Vice President 

Elmer G. Rogers 
Vice President 

Samuel S. Stern 
Vice President 

Lewis J. Neisner 
Secretary 


Philip Cooper continues as a member of the Board of Directors 
following his retirement in December 1973, as Vice President 
and Sales and Merchandise Director. 


DIRECTORS 

Fred Neisner 

Melvin B. Neisner* 

Philip Cooper* 

Dr. Eugene H. Fram 
Professor of Marketing 
Director, Center for Management 
Study 

Rochester Institute of Technology 
Marketing and Management 
Development Consultant 

J. Wallace Ely* 

Chabrnnan 

Security New York State Corporation 
R. C. Green 

Robert A. Hurwich 
Associate, Cravath, Swaine and Moore 
New York, New York 

Allen W. Mathis, Jr. 

Management Consultant 
Director 

The Fleming Company, Inc. 

Topeka, Kansas 
Director 

Samsonite Corporation 
Denver, Colorado 

*Executive Committee 

MANAGEMENT COMMITTEE 
Melvin B. Neisner 
Joseph J. De Nicola 
R. C. Green 
Lee Hendricks 
Melvin Marx 
Andrew r H. Neisner 
Lewis J. Neisner 


EXECUTIVE AND BUYING OFFICES 

49 East Avenue 
Rochester, New York 14604 

NEW YORK BUYING OFFICE 

309 W. 37th Street 

New York, New York 10018 

DISTRIBUTION CENTER 

3131 Winton Road South 
Rochester, New York 14623 

DISTRICT OFFICES 

1723 W. Howard Street 
Evanston, Illinois 60202 

3343 Harlem Road 
Buffalo, New York 14225 

17070 Collins Avenue 
N. Miami Beach, Florida 33160 

MATHEWS AND BOUCHER, INC. 

1950 Brighton-Henrietta 
Town Line Road 
Rochester, New York 14623 

ANDREW LEWIS 
DISTRIBUTING CORP. 

49 East Avenue 
Rochester, New York 14604 

YOUNKIN SPORTS SUPPLY, INC. 

4318-A South Manhattan 
Tampa, Florida 33611 


Elmer G. Rogers 
Samuel S. Stern 
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CONSOLIDATED STATEMENTS OF OPERATIONS 

Year Ended 

52 weeks ended January 26,197h and January 27,1978 

Jan. 26, 1974 

Jan. 27,1973 

Revenues: 

Net sales. 

Income from leased departments. 

Other income. 

1973 

1972 

$140,988,830 

1,462,620 

18,056 


149,296,968 

142,469,506 

Costs and operating expenses: 

Cost of merchandise sold, buying and occupancy costs, 

exclusive of depreciation and amortization. 

Selling, general and administrative expenses. 

Depreciation and amortization. 

Interest expense. 


104,981,846 

34,743,902 

1,328,060 

1,085,304 

Earnings before provision for income taxes and extraordinary item. 

Federal and state income taxes (note 4). 

146,587,170 

142,139,112 

2,709,798 

330,394 

120,000 

Earnings before extraordinary item. 

Extraordinary item (note 8) . 


210,394 

(593,239) 

Net earnings (loss). 


$ (382,845) 

Net earnings per common share and common share equivalent: 

Earnings before extraordinary item . 

Extraordinary item. 


$ .31 

(.87) 

Net earnings (loss) per share. 


$ (.56) 

Weighted average number of common shares and common share 
equivalents outstanding. 


678,704 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED BALANCE SHEETS 

January 26,1974 and January 27,1973 


Assets 

Current assets: 

Cash . 

Trade accounts and notes receivable, less 

allowance for doubtful receivables of $19,000 in 1974 and $17,500 in 1973 

Refundable income taxes. 

Merchandise inventories . 

Prepaid insurance and other expenses . 

Future Federal and state tax benefits (current) (note 4). 

Total current assets . 


Property, plant and equipment, at cost (notes 2 and 3) 

Less accumulated depreciation and amortization. 

Net property, plant and equipment. 


Jan. 26,1974 

Jan. 27,1973 

$ 2,992,630 

$ 2,484,586 

344,202 

303,968 

— 

576,000 

33,204,973 

30,440,441 

593,276 

607,540 

68,500 

68,500 

37,203,581 

34,481,035 


31,594,165 

17,975,000 

30,927,086 

17,763,988 

13,619,165 

13,163,098 


Other assets: 

Cash surrender value of life insurance (note 3) 

Advances to landlords and agents.. 

Future Federal and state tax benefits (note 4) . 

Other . 

Total other assets . 


176,081 

134,081 

298,900 

373,975 

516,200 

548,000 

217,570 

223,354 

1,208,751 

1,279,410 

$52,031,497 

$48,923,543 


See accompanying notes to consolidated financial statements . 
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Liabilities and Stockholders’ Equity 

Jan. 26,1974 

Jan. 27,1973 

Current liabilities: 

Current installments of long-term debt (note 3) . 

Accounts payable-trade . 

Accounts payable—other . 

$ 526,242 

15,680,865 
257,855 

$ 528,241 

15,079,226 
233,565 
3,201,112 

Accrued expenses . 

Dividends payable. 

Accrued Federal and state taxes (note 4): 

Current . 

3,643,185 

102,613 

947 489 

Deferred . 

• • v * 0 ) 

18,000 

21,000 

Total current liabilities . 

21,176,249 

19,063,144 

Deferred income taxes (note 4). 

929,100 

774,000 

Long-term debt, excluding current installments (note 3) . 

6,511,411 

7,034,524 

Stockholders’ equity (notes 3, 5 and 6): 

Preferred stock of $20 par value . 

Authorized 500,000; issued—none . 



Common stock of $1 par value . 

Authorized 5,000,000 shares; issued 685,679 shares at January 26,1974 

and 679,298 shares at January 27, 1973 . 

Additional paid-in capital. 

Retained earnings . 

685,679 

1,253,595 

21,505,512 

679,298 

1,216,529 

20,186,097 

Less cost of common shares in treasury -1,596 shares at January 26,1974 
and January 27, 1973 . 

23,444,786 

(30,049) 

22,081,924 

(30,049) 

Total stockholders’ equity. 

Commitments and contingent liabilities (notes 9 and 11) 

23,414,737 

22,051,875 


$52,031,497 

$48,923,543 


11 
























CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 

52 weeks ended January 26,197A and January 27,1978 



Common stock 
Shares Amount 

Additional 

paid-in 

capital 

Retained 

earnings 

Treasury stock 
Shares Amount 

Total 

stockholders' 

equity 

Balance at January 29, 1972 .. 

672,319 

$672,319 

$1,148,562 

$20,703,401 

1,584 

$29,824 

$22,494,458 

Net loss for the year ended 
January 27, 1973 . 

_ 

_ 

_ 

(382,845) 

_ 

_ 

(382,845) 

Cash dividends declared 
on common stock— 

$.20 per share. 




(134,459) 



(134,459) 

Proceeds received on issuance 
of 6,979 shares of common 
stock under employees' 
restricted stock purchase 
plan. 

6,979 

6,979 

67,967 




74,946 

Purchase of treasury stock ... 

— 

— 

— 

— 

12 

225 

(225) 

Balance at January 27, 1973 .. 

679,298 

679,298 

1,216,529 

20,186,097 

1,596 

30,049 

22,051,875 

Net earnings for the year ended 
January 26, 1974 . 




1,489,798 



1,489,798 

Cash dividends declared 
on common stock— 

$.25 per share. 




(170,383) 



(170,383) 

Proceeds received on issuance 
of 6,381 shares of common 
stock under employees' 
restricted stock purchase 
plan. 

6,381 

6,381 

37,066 




43,447 

Balance at January 26, 1974 .. 

685,679 

$685,679 

$1,253,595 

$21,505,512 

1,596 

$30,049 

$23,414,737 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

52 weeks ended January 26,197K and January 27,1973 _ Year Ended 


Funds provided: 

Earnings before extraordinary item. 

Items which do not use (provide) working capital: 

Depreciation and amortization of buildings, equipment, leaseholds, and 

leasehold improvements. 

Deferred taxes on income. 

Jan. 26,1974 

1973 

$1,489,798 

1,207,154 

186,900 

(7,291) 

Jan. 27, 1973 

1972 

$ 210,394 

1,328,060 

343,500 

27,695 

Net loss (gain) on sale of equipment. 

Working capital provided by operations, exclusive of extraordinary item. 

Extraordinary item (note 8) . 

2,876,561 

1,909,649 

(593,239) 

Proceeds from sale of common stock . 

Decrease in other assets. 

2,876,561 

43,447 

5,784 

75,075 

128,709 

1,316,410 

74,946 

77,574 

55,368 

129,926 

575,564 

Decrease in advances to landlords and agents. 

Proceeds from sale of equipment. 

Decrease in working capital. 


$3,129,576 

$2,229,788 

Funds used: 

Expenditures for property, plant and equipment. 

Increase in cash surrender value of life insurance. 

Dividends . 

1,784,639 

42,000 

170,383 

523,113 

609,441 

1,541,263 

25,600 

134,459 

Purchase of treasury stock. 

Reduction of long-term indebtedness. 

Increase in working capital. 

225 

528,241 


$3,129,576 

$2,229,788 

Changes in working capital: 

Increase (decrease) in current assets: 

$ 508,044 
40,234 
(576,000) 
2,764,532 
(14,264) 

$ (603,071) 
(2,224) 
576,000 
(3,743,651) 
11,202 
(6,000) 

Accounts and notes receivable. 

Refundable income taxes. 

Merchandise inventories. 

Prepaid insurance and other expense. 

Future Federal and state tax benefits (current). 


2,722,546 

(3,767,744) 

Increase (decrease) in current liabilities: 

Current installments of long-term debt. 

Accounts payable-trade . 

(1,999) 

601,639 

24,290 

442,073 

102,613 

944,489 

814 

(2,568,988) 

(3,656) 

127,603 

(747,953) 

Accounts payable—other. 

Accrued expenses . 

Dividends payable. 

Accrued Federal and state taxes. 

Increase (decrease) in working capital. 

2,113,105 

(3,192,180) 

$ 609,441 

$ (575,564) 


See accompanying notes to consolidated financial statements. 
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NOTES TO 

CONSOLIDATED FINANCIAL STATEMENTS 

January 26,197A and January 27,1973 

(1) Summary of Significant Accounting Policies 

(a) Definition of Fiscal Year 

The Company’s fiscal year ends on the last Saturday in 
January. Fiscal years ended January 26,1974 and 
January 27,1973 comprised 52 weeks each. 

(b) Principles of Consolidation and Related Matters 

The accompanying financial statements reflect the 
accounts of Neisner Brothers, Inc. and its wholly- 
owned subsidiaries, Andrew Lewis Distributing 
Corp. and Mathews and Boucher, Inc. All significant 
inter-company transactions and accounts are 
eliminated. 

(c) Accounts Receivable 

Substantially all of the customer receivables of 
Neisner Brothers, Inc. are sold, without recourse 
unless the agreement is terminated, to a bank which 
charges a monthly discount on the face value of 
receivables as purchased. 

Other receivables of the Company and its subsidiaries 
are written off if the balance is more than twelve 
months delinquent or if it is otherwise determined 
that the debtor is unable to pay. 

(d) Inventories 

The merchandise inventories at the stores are stated 
at the lower of cost or market, as determined by the 
retail inventory method. Inventories at the 
Distribution Center are stated at current replacement 
cost,which approximates cost (first-in, first-out). 
Inventories at Mathews and Boucher, Inc. and 
restaurant inventories are stated at the lower of cost 
or market, cost being determined on the first-in, 
first-out method and market generally being 
considered current replacement cost. 


The Company has approval from a group of vendors 
to purchase merchandise from November 1 through 
February 15 on a consignment arrangement. 
Accordingly such merchandise, located primarily in 
the Distribution Center, is not reflected in the 
financial statements. 

(e) Property, Plant and Equipment 

The Company uses the straight line method of 
computing depreciation for buildings, furniture and 
equipment, and amortization of leasehold 
improvements over the estimated useful lives of the 
assets or leases. Maintenance and repairs are charged 
to current operations as incurred, and renewals and 
betterments are capitalized. 

(f) Earnings Per Share 

Earnings per share is calculated by dividing 
the respective amounts by the weighted average 
number of common shares and common share 
equivalents outstanding during the year, as computed 
under the treasury stock method. The common share 
equivalents are represented by stock purchase 
warrants and options. Per share amounts are 
unchanged on a fully diluted basis. 

(g) Store Expenses 

Expenses associated with the opening of new stores 
are written off within the year of the store opening. 
Advertising and other marketing and promotional 
programs are also charged to expense in the year in 
which the costs are incurred. Expenses associated 
with closed stores, such as rent, taxes and insurance, 
are recorded as incurred. 

(h) )Pension Plans 

The Company accrues and funds pension costs 
annually. Costs of the plan are actuarially determined 
under a projected benefit cost method which assigns 
the entire cost of an employee’s projected benefits to 
past, present and future periods. 

(2) Property, Plant and Equipment 

A summary of property, plant and equipment follows: 

Cost at Cost at 
January January 
Depreciable life 26,1974 27,1973 


Land .$ 1,048,931 $ 1,048,931 

Buildings. 33-50 years 1,341,702 1,341,702 

Furniture, fixtures and 

equipment.7-14 years 23,172,436 22,098,067 


Leasehold improvements . Life of lease 6,031,096 6,438,386 

$31,594,165 $30,927,086 
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NOTES Continued 
(3) Debt Obligations 

A summary of long-term debt follows: 



January 
26,1974 

January 
27,1973 

7 V 2 % Series A notes; $250,000 due 
annually on November 1 through 
1982, $1,000,000 due November 1, 
1983 

$3,250,000 

$3,500,000 

7^4% Series B notes; $115,500 due 
annually on November 1 through 
1983, $498,500 due November 1,1984 

1,653,500 

1,769,000 

7*6% Series C notes; $107,500 due 
annually on November 1 through 
1984, $495,000 due November 1,1985 

1,677,500 

1,785,000 

7 Vz % First mortgage note due in 
monthly installments through 1981 

136,653 

148,765 

8% Promissory note; $40,000 due 
annually on November 18 through 
1981 

320,000 

360,000 

Total long-term debt 

7,037,653 

7,562,765 

Less current installments of 
long-term debt. 

526,242 

528,241 

Long-term debt excluding 
current installments 

$6,511,411 

$7,034,524 


In addition to the stated interest rate of 714 %, the 
Series B and Series C notes provide for additional 
contingent interest based on consolidated net income 
before taxes. The total interest rate on these notes 
cannot exceed 10% in any one year. Warrants to 
purchase 53,333 shares of the Company’s common 
stock were issued in connection with the 71/4 % notes. 
The warrants are exercisable at $10.00 a share ($12.00 
a share at January 27,1973) until November 1,1983. 

In October 1973, the Company executed a Revolving 
Credit Agreement with a group of banks which 
permits maximum borrowings of $14.3 million. The 
Company may borrow on a revolving basis through 
September 30,1975, and is obligated to pay a 
commitment fee of 1/4 % of the undrawn amount. The 
notes shall bear interest at 1/4 % in excess of the prime 
rate. The agreement requires elimination of 
borrowing for 30 consecutive calendar days during 
each fiscal year (a 40 day elimination is required by 
the 71/4 % series note agreement). 


The Revolving Credit Agreement contains provisions 
which are more restrictive than the long-term 
agreement. Among other convenants the Company 
must maintain a minimum working capital of $14.3 
million, inventories may not exceed authorized levels, 
fixed asset purchases may not exceed $2.4 million and 
dividend distributions are limited to 35% of 
Consolidated Net Income exclusive of extraordinary 
items subsequent to January 27,1973. At January 26, 
1974, under the most restrictive of such provisions, 
approximately $351,000 of retained earnings was 
available for distribution. 

The restrictions as stated above have either been met 
by the Company or waived by the lending institutions. 

The 7 V4 % first mortgage note and the 8 % promissory 
note are secured by the land and building occupied by 
Mathews and Boucher, Inc., having a carrying value 
of $656,000 as of January 26,1974. 

During July, 1970 the Company obtained loans from 
several insurance companies against the cash 
surrender value of life insurance policies. Since it is 
not anticipated that these loans will be repaid from 
any source other than the proceeds of these policies, 
the obligations relating to these loans totaling 
$775,920 have been reflected in the accompanying 
balance sheet as a reduction in the “Cash surrender 
value of life insurance”. 


(4) Income Taxes 

(a) Income tax expense is composed of the following: 



U.S. 

Federal 

State 

1973 

1972 

Current tax 
(refund) 

$ 843,100 

$190,000 

$1,033,100 $(978,500) 

Deferred tax 

174,100 

12,800 

186,900 

343,500 


$1,017,200 

$202,800 

$1,220,000 $(635,000) 


(b) Deferred tax expense results from timing 
differences in the recognition of revenue and expense 
for tax and financial statement purposes. The sources 
of these differences and the tax effect of each were 
as follows: 


J anuary J anuary 
26,1974 27,1973 


Excess of tax over book depreciation 

$146,500 

$221,000 

Pension expense taken for book not 
for tax purposes 

(36,700) 

. 

Operating loss reported in Federal 
income tax return for the four weeks 
ended January 29,1972 (change in 
fiscal year) recoverable by applica¬ 
tion of tax loss against taxable 
income in the succeeding ten years 

68,500 

143,500 

Other . 

8,600 

(21,000) 


$186,900 

$343,500 
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NOTES Continued 

(c) Total tax expense (refund) amounted to 
$1,220,000 in 1973, ($635,000) in 1972 (aneffective 
rate of 45.0% in 1973,62.4% in 1972). The reason 
for the differences between the computed rate and 
the expected rate are as follows: 


January 26,1974 January 27,1973 



Amount 

% of 
pre-tax 
Income 

Amount 

% of 
pre-tax 
Income 

Computed “ex¬ 
pected” tax ex¬ 
pense (refund) 

$1,300,700 

48.0% 

$(488,600) 

(48.0%) 

Write-off of bad 
debts 

_ 

_ 

(66,000) 

(6.6) 

Payment of state 
taxes net of 
Federal income 
tax benefit 

114,880 

4.2 

(57,400) 

(5.6) 

Bonus adjustment 

(18,100) 

(.7) 

16,700 

1.6 

Directors’ 

compensation 

10,200 

.4 

_ 

_ 

Payment of 
property taxes 

— 

— 

(56,400) 

(5.5) 

Investment tax 
credit 

(211,000) 

(7.8) 

_ 

_ 

Other 

23,320 

.9 

16,700 

1.7 


$1,220,000 

45.0% 

$(635,000) 

(62.4%) 


(5) Qualified Stock Option Plan 

The Company has in effect a qualified stock option 
plan for officers and key employees and has reserved 
32,949 shares of common stock for that purpose. The 
plan is authorized for ten years ending June 30,1979. 
Options are granted at not less than 100% of the fair 
market value of the common stock at the date of grant 
and are exercisable at any time after the first 
anniversary of the grant with respect to not more 
than V& of the shares, at any time after the second 
anniversary with respect to not more than an 
additional %, and the balance after the third 
anniversary but before the five year expiration of the 
grant. No options granted under the plan had been 


exercised as of January 26,1974 and options for 
20,000 shares were exercisable at an average price of 
$13.77. 

A summary of 1973 and 1972 transactions follows: 

Year ended Year ended 


January 26,1974 

January 27,1973 

No. of 

Exercise 

No. of 

Exercise 

shares 

prices 

shares 

prices 


Outstanding at begin¬ 


ning of year 21,000 12%-19^ 22,500 12%-19^ 

Granted . 4,000 10% 

25,000 22,500 

Cancelled . — 1,500 15% 

Outstanding at end 

of year. 25,000 10%-19% 21,000 12%-19y 2 


(6) Employees’ Stock Purchase Plan 

On May 8,1973, the stockholders approved the 1973 
Employees’ Stock Purchase Plan which is similar to 
the 1970 Plan which expired on June 16,1973. The 
1973 Plan grants to certain employees the right to 
purchase not more than 20,000 shares of the 
Company’s common stock at 85% of the closing 
market price on the American Stock Exchange on 
specified purchase dates. However, in no event will 
the aggregate offering price of the 20,000 shares 
exceed $500,000. The 1973 Plan expires on July 17, 
1976. As of January 26,1974 there remains a balance 
of 17,468 shares available under the Plan. 

(7) Pension Plan 

The Company has a contributory pension plan 
covering all regularly employed persons. Employees 
are eligible for participation in the plan upon 
reaching the age of 30 and upon completing five years’ 
service with the Company. The total pension expense 
was $71,000 for the 52 weeks ended January 26,1974 
and $200,000 for the 52 weeks ended January 27,1973. 
There were no unfunded vested benefits as of the most 
recent valuation date, December 31,1972. At that 
date, fund assets exceeded vested benefits by 
approximately $435,000. The decrease in 1973 
expense was largely due to investment and actuarial 
gains which are being amortized. 
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NOTES Continued 

During 1972 changes in the funding medium and the 
insurance contract were made which necessitated a 
change in the actuarial valuation method from the 
Unit Credit Cost method to the Entry Age Normal 
method and a change in the actuarial interest rate 
assumption from 51 / 2 % to 6%. The changes in the 
actuarial assumptions did not have a material effect 
on the pension expense. 

(8) Extraordinary Item—Flood Loss 

During the summer of 1972, substantial losses were 
incurred by the Company due to severe flooding 
conditions experienced as a result of a hurricane. 
Several stores in New York and Pennsylvania 
were damaged and operations were halted for a major 
part of the summer for three department stores. The 
factors considered in the extraordinary item were 
losses of inventory and equipment as well as expenses 
incurred in the clean up operations. The loss 
resulting from the storm amounted to $1,348,239 
prior to deduction of applicable income tax benefits 
of $755,000. 

(9) Commitments 

(a) Lease Commitments 
For disclosure purposes, the Company and its 
subsidiaries have classified lease arrangements as 
either “financing” or other leases. A “financing” lease 
has been defined as one “... which, during the 
noncancelable lease period, either (i) covers 75 
percent or more of the economic life of the property or 
(ii) has terms which assure the lessor a full recovery 
of the fair market value... of the property at the 
inception of the lease, plus a reasonable return on the 
use of the assets invested...” 

The Company and its subsidiaries occupy certain 
warehouse facilities and wholesale and retail sales 
locations and use certain equipment under lease 


arrangements. A summary of rent expense under such 
arrangements follows: 


52 weeks ended 
January January 

26,1974 27,1973 


Financing leases: 

Minimum rentals 

$2,645,683 

$2,465,344 

Contingent rentals 

233,273 

255,878 

Sublease rentals 

. (100,000) 

(53,000) 


$2,778,956 

$2,668,222 

Other leases: 



Minimum rentals . 

. 6,377,035 

6,003,284 

Contingent rentals 

28,017 

83,773 

Sublease rentals 

. (20,794) 

(26,077) 


6,384,258 

6,060,980 

$9,163,214 

$8,729,202 


Contingent rentals paid to lessors of certain store 
facilities are determined on the basis of a percentage 
of sales in excess of stipulated minimums. 

At January 26,1974 minimum rental commitments 
under all noncancelable leases (reduced by sublease 
rentals) on the balance sheet expire as follows: 

Type of property Type of lease ^ ^ 

Year of Real Equip-Financing Other commit- 
expiration property ment ment 


1974 

$9,273,690 

849,435 

1975 

8,978,021 

836,385 

1976 

8,736,079 

600,411 

1977 

8,380,846 

379,495 

1978 

7,820,369 

323,077 

1979-1983 

31,699,502 

7,848 

1984-1988 

21,871,521 

— 

1989-1993 

15,671,531 

— 

Thereafter 

8,198,274 

— 


2,690,623 

7,432,502 

10,123,125 

2,542,869 

7,271,537 

9,814,406 

2,306,551 

7,029,939 

9,336,490 

2,002,374 

6,757,967 

8,760,341 

1,766,541 

6,376,905 

8,143,446 

4,263,696 

27,443,654 

31,707,350 

1,656,200 

20,215,321 

21,871,521 

780,000 

14,891,531 

15,671,531 

5,308,051 

2,890,223 

8,198,274 


The above minimum rental commitments for real 
property have been reduced by the following sublease 
rentals: 


Year of 

Financing 

All other 

expiration 

leases 

leases 

1974 

$100,000 

$48,500 

1975 

100,000 

46,500 

1976 

83,500 

44,000 

1977 

83,500 

44,000 

1978 

83,500 

24,000 

1979-1983 

112,000 

70,167 

1984-1988 

— 

— 

1989-1993 

— 

— 

Thereafter 

— 

_ 


52% of the leases included above provide that the 
Company pay taxes, maintenance, insurance and 
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NOTES Continued 

certain other operating expenses applicable to the 
leased premises. It is expected that in the normal 
course of business some leases that expire will be 
renewed or replaced by leases on other properties. 

The 1974 commitment is greater than the 1973 
expense due to entering into new leases and because 
many of the leases currently in effect have 
commitments which escalate with the passage of time. 

A summary of the present value of “financing” lease 
commitments follows: 

Interest rate used Present value of 
in present value lease commitment 


computation at year ending 

Weighted January January 

Range average 26,1974 27,1973 

Real property 

2-6 

6.0% 

$10,242,726 

$11,346,537 

Equipment 

6-8% 

7.3% 

1,997,056 

1,520,505 




12,239,782 

12,867,042 

Less present value 
of rentals to be 
received under 
subleases of 
real property 

334-9% 

7.7% 

348,410 

225,100 




$11,891,372 

$12,641,942 


The present value of the lease commitments computed 
on a gross lease basis amounted to $5,482,232 in 1973 
and $5,374,007 in 1972. 


The capitalization of “financing” leases during the 
52 weeks ended January 27,1973 and January 26, 

1974 would have the following effect on net income: 

52 weeks ended 
Jan. 26,1974 Jan. 27,1973 


(b) Accounts Receivable 

Under an agreement, the Company sells all of its 
central credit plan receivables from customers on a 
discount basis. In the event this agreement is 
terminated, the Company would be required to 
repurchase the then outstanding receivables. Such 
receivables amounted to approximately $3,300,000 at 
January 26,1974. 

(10) Economic Stabilization Act 

The Company and its subsidiaries have been subject 
to the Economic Stabilization Act of 1970. On 
December 22,1972, the Price Commission issued an 
Order alleging the Company and one subsidiary were 
in violation of the Price Commission regulations 
during the period of January 2,1972 through July 15, 
1972. On June 28,1973, after reconsideration and 
review of all the information and reports furnished 
by the Company and all other relevant factors, the 
Cost of Living Council rescinded the above mentioned 
Order. 

(11) Subsequent Events 

In February 1974, the Company acquired all of the 
outstanding shares of Younkin Sports Supply, Inc., 
a sporting goods distributor of Tampa, Florida, for a 
total consideration of $408,000. The Company paid 
$80,000 on the settlement date and the remaining 
balance of $328,000 will be paid in four equal 
installments over the four years beginning in 1975 
through 1978. The interest rate on the unpaid balance 
will be the prime rate at January 31 of each year, but 
in no event more than 10% per year. The acquisition 
will be accounted for as a purchase and the results of 
their operations will be included in the Company’s 
financial statements beginning January 27,1974. 

Had the purchase transaction been made on January 
30,1972 it would not have had a significant effect on 
the consolidated operations for 1972 and 1973. 


Amortization of lease right 

$1,064,191 

$ 907,851 

Interest cost . 

1,165,231 

1,211,872 


2,229,422 

2,119,723 

Rent expense 

2,514,433 

2,354,550 


285,011 

234,827 

Income taxes 

128,255 

145,593 

Pro forma addition to 
net earnings 

$ 156,756 

$ 89,234 


18 





















ACCOUNTANTS’ REPORT 

The Board of Directors 
Neisner Brothers, Inc.: 

We have examined the consolidated balance sheets of 
Neisner Brothers, Inc. and subsidiaries as of 
January 26,1974 and January 27,1973 and the 
related consolidated statements of operations and 
stockholders’ equity and changes in financial position 
for the 52 week periods then ended. Our examination 
was made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests of the accounting records and such other 
auditing procedures as we considered necessary in 
the circumstances. 


In our opinion, the aforementioned financial 
statements present fairly the financial position of 
Neisner Brothers, Inc. and subsidiaries at January 
26,1974 and January 27,1973 and the results of their 
operations and changes in their financial position for 
the 52 week periods then ended, in conformity with 
generally accepted accounting principles applied 
on a consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 

Rochester, New York 
April 4,1974 
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STORE LOCATIONS 


CONNECTICUT (2) 
Newington 
Myrtle Mills 
Unionville 
Myrtle Mills 

DISTRICT OF 
COLUMBIA (1) 
Washington 

FLORIDA (43) 

Apopka 

Arcadia 

Avon Park 

Brandon 

Brooksville 

Cape Coral 

Clermont 

Cutler Ridge 

Dade City 

DeLand 

Deltona 

Englewood 

Ft. Lauderdale (2) 

Gainesville 

Haines City 

Hallandale 

Homestead 

Hudson 

Key Largo 

Key West 

Lake City 

Marathon 

Miami (3) 

Miami Beach (3) 

Miramar 

New Port Richey 

Ocala 

Palatka 

Palmetto 

Pompano Beach (2) 
Port Charlotte 
*Port St. Lucie 
Stuart 

Tallahassee (2) 
Tampa (2) 


ILLINOIS (11) 

Chicago (9) 

Crystal Lake 
Melrose Park 

IOWA (3) 

Burlington 

Newton 

Spencer 

MASSACHUSETTS (3) 
Holyoke 
Pittsfield 
Pittsfield—Big N 

MICHIGAN (13) 

Detroit (8) 

Escanaba 
Hamtramck 
Lincoln Park 
Pontiac 
Wyandotte 

MISSOURI (1) 

St. Louis 

NEW JERSEY (4) 
Elmwood Park 
Middletown 
Newton—Big N 
Trenton 


NEW YORK (59) 

Albany 

Amsterdam—Big N 

Auburn 

Avon 

Batavia—Big N 
.Brighton—Big N 
Brockport—Big N 
Buffalo (4) 

Chaffee—Big N 
Cheektowaga (2)—BigN 
Dunkirk 
*East Rochester 
Gates—Big N 
Geneseo—Big N 
Geneva—Big N 
Glens Falls 
Grand Island 
Greece—Big N 
*Greenwich—Big N 
Hamburg—Big N 
Hornell—Big N 
Jamestown—Big N 
Lewiston 
Little Falls 
Lockport 
Lowville—Big N 
Newark—Big N 
Olean—Big N 
Oneida—Big N 
*Palatine Bridge—Big N 
Penn Yan 
Perinton 
Plattsburgh 
Plattsburgh—Big N 
Port Chester 
Potsdam—Easyway 
Potsdam—Big N 
Rochester (5) 

Rome (2) 

Rotterdam—Big N 
Saratoga Springs—Big N 
Schenectady—Big N 
Staten Island 
Tonawanda 
Utica 

Watertown 
Webster 
Webster—Big N 
Wellsville—Big N 
Whitesboro 


OHIO (10) 

Bowling Green—Big N 

Cincinnati 

Cleveland 

Gabon—Big N 

Greenville—Big N 

Lakewood 

Mansfield 

Mt. Vernon—Big N 

Norwood 

Tiffin—Big N 

PENNSYLVANIA (4) 
Lock Haven—Big N 
Shamokin—Big N 
Stroudsburg—Big N 
Williamsport—Big N 

TEXAS (9) 

Brownsville 
Del Rio 
Freeport 
Laredo 

San Antonio (5) 


* Stores not open January 26 , 197U 
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QUALITY LEWIS BRAND PRODUCTS 



Stationery 
Playing cards 
Electrical devices 
School supplies 
Ballpoint pens 
Baseball gloves 
Batteries 
Light bulbs 
Men’s sport coats 
Men’s dress shirts 
Men’s pocket tee shirts 
Men’s underwear 
Men’s pajamas 
Men’s jackets 
Men’s double knit slacks 
Men’s handkerchiefs 
Youth’s jeans 
Assorted jean patches 
Picture hangers 
Paint brushes 
Paint rollers and trays 
House paint 
Spray enamel 
Wire fencing 
Lawnmowers 

Disposable diapers 
Infant sheets 
Infant underwear 
Receiving blankets 
Bibs 

Crib cases 
Boxed gift sets 
Blanket sleepers 
Diaper bags 
Knit sacques and gowns 

Hosiery 
Jr. Boys’ briefs 
Boys’ tee shirts 
Boys’ handkerchiefs 
Boys’ denim jeans 


A significant increase in volume was experienced 
by the Lewis Brand family of merchandise in 
1973. In spite of raw material shortages which 
had an adverse effect on availabilities for private 
label merchandise, more than 30 new items were 
added during the past year. Dollar sales figures 
exceeded $15,000,000—more than ten percent of 
the Company’s net sales. 

Among the leading new items was a spectrum of 
Lewis Brand paints of every imaginable hue. This 
line was sold throughout the Company’s locations 
in addition to the basic line of the primary licensee, 
Glidden. 

Private label merchandise offers the principal 
advantage of excellent quality control. 

Independent test laboratories are commissioned 
to perform exacting studies which are supple¬ 
mented by rigid inspection by our major vendors 
and our own buyers. 

To assure continuity of identity, packaging and 
labeling are designed by our internal staff. As a 
result, the consumer finds that he can rely on the 
quality of Lewis Brand merchandise, and each 
new item added to the line benefits from the 
promotional momentum already established. 

Twenty additional candidates for the Lewis 
Brand are expected for 1974. The result will be an 
ever-increasing array of quality items helping 
the further growth and development of the 
Company’s overall merchandising program. 



Candles 

Buffered aspirin 

Vitamins 

Insoles 

Toothpaste 

Toothbrushes 

Kiddy sunglasses 

Shoelaces 

Baby powder 

Shampoo 

Shave cream— 

regular and menthol 
Swabs 

Plastic strips 
Cosmetic puffs 
Deodorant 
Mouthwash 
Nailpolish remover 
Razor blades 
Rubber gloves 
Packaged combs 
Packaged brushes 
Cassettes 

Magnetic photo albums 
Lamp shades 
Potting soil 
Christmas tree bulbs 
Christmas tree light sets 
Floor fans 
Window fans 


Oscillating fans 
Bows 
Giftwrap 
Hibachi grills 

Algaecide liquid (for pools) 

Golf gloves 

Golf club headcovers 



Facial tissue 

Hair spray 

Bobby pins 

Cosmetic bags 

Make up mirrors 

Bathroom tissue 

Sanitary goods 

Women’s bras and girdles 

Women’s panties 

Panty hose and nylons 

Shower caps 

Shower curtains 

Knitting yarns 

Sewing notions 

Elastic products 

Boxed cherries 

Ladies’ sportswear 

Women’s pajamas 

Household brush assortments 

Window cleaner 

Lemon Furniture polish 

Spray disinfectant 

Air freshener (pine, floral, lilac) 

Paper napkins 

Clothes line 

Household gloves 

Dishwashing detergent 

Vacuum cleaner bags 

Bedspreads 

Blankets 

Pillow cases 

Mattress toppers 

Toss pillows 

Chair pad inserts 

Pillow forms 

Shredded foam 

Urethane foam blocks 

Rugs 

Lamps 

Certificate frames 
Photo frames 



Girls’ sportswear 

Toys 

Earrings 


NEISNER BROTHERS, INC„ 49 EAST AYE., 


ROCHESTER, N.Y. 14604 


